UNI TED STATES BANKRUPTCY COURT HEARI NG DATE: Novenber 16,
SOUTHERN DI STRI CT OF NEW YORK 2000
HEARI NG TI ME: 10: 00 a. m

_______________________________ X
Inre ; Case Nos. 00 B 41065 (SwB)

: t hr ough
RANDALL’ S | SLAND FAM LY GOLF 00 B 41196 (SMB)
CENTERS, INC., et al., :

Debt or s. : (Chapter 11)

; (Jointly Adm ni stered)

_______________________________ X

OBJECTI ON OF THE UNI TED STATES TRUSTEE
REGARDI NG APPLI CATI ONS FOR FI RST | NTERI M COVPENSATI ON

TO THE HONORABLE STUART M BERNSTEI N, CHI EF BANKRUPTCY JUDGE
The United States Trustee for the Southern District

of New York objects to the follow ng applications seeking

awards of interim conpensation plus reinbursenent of out-of-

pocket expenses.

APPL| CANT PERI OD FEES EXPENSES HOURS
Fried, Frank, Harris, 5/ 4/ 00- $1, 414, 612. 00 $177,297.35 | 4,154.2
Shriver & Jacob 8/ 31/ 00

Counsel to the Debtors

Zol fo Cooper, LLC 5/ 4/ 00- $701, 010. 00 $9,830.32 | 2,162.2
8/ 31/ 00

Fi nanci al Advi sors to

t he Debtors

Berl ack, Israels & 5/ 13/ 00- $257, 059. 00 $5, 272. 75 829. 8

Li berman LLP 8/ 31/ 00

Counsel to the
Creditors’ Committee




APPLI CANT PERI OD FEES EXPENSES HOURS

Chani n Capital 5/ 13/ 00- $172, 500. 00 $1, 683. 54 752.5
Part ners 8/ 31/ 00

Fi nanci al Advisors to
the Creditors

Committee
Menbers of the 5/ 13/ 00- N A $828. 55 N A
Creditors’ Committee 8/ 31/ 00

The United States Trustee has reviewed the aforenentioned
applications, and for the reasons set forth below, the United
States Trustee makes the follow ng objections or comments to
t he award of conpensation and rei nbursenment of expenses in the

anount sought.

ALL APPLI CANTS

1. The United States Trustee respectfully requests that
this Court reduce any fees awarded by a percentage reduction
pendi ng the final resolution of this case. The results
achi eved serve as an inportant factor in determ ning the
success of the efforts of these applicants. Since, at the
present time, these results are still unknown, the United
States Trustee believes a percentage reduction is proper at
this tinme.

2. The United States Trustee believes that the

percent age reduction should take into consideration the
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performance of the Debtors who have, since the commencenent of
t hese cases, incurred cunul ative |osses of $11.872 mllion, as

set forth bel ow

Net (Losses)
May 2000 ($2, 175, 000. 00)
June 2000 (%2, 412, 000. 00)
July 2000 ($921, 000. 00)
August 2000 ($2, 366, 000. 00)
Sept ember 2000 ($3, 998, 000. 00)
Total | ($11,872,000. 00)

3. The United States Trustee al so requests that the
percent age reduction take into consideration the continuing
di scussi ons between the Debtors and the United States Trustee
regarding the Debtors’ liability for quarterly fees due
pursuant to 28 U.S.C. § 1930(a)(6).

4. Whil e the Debtors, who are jointly adm nistered,
utilize a centralized cash managenent system the various
i ndi vi dual operating debtors do make sone actual disbursenents
of their own. The Debtors have paid quarterly fees for the
second and third quarters of 2000, allegedly based upon the
actual disbursenments made by the respective individual

operating debtors. Accordingly, the Debtors have made



paynents totaling $60, 750.00 for the second quarter and
addi ti onal paynents totaling $60, 750.00 for the third quarter
of 2000 for a conmbined total of $121,500.00 to date.

5. VWil e the Debtors have provided to the United States
Trustee pre-petition nonthly figures of the actual
di sbursenents made by each of the respective individual
operating debtors,! the Debtors have not yet produced or filed
with the Court post-petition nonthly figures of the actual
di sbursenents by each individual debtor

6. At issue between the United States Trustee and the
Debtors is to what extent, if any, the centralized
di sbursenents nust be all ocated anong the respective debtors.

7. According to informal communication fromthe
Debtors, a conplete allocation of the centralized
di sbursenents anong the operating debtors would result in an
aggregate annual quarterly fee liability of approximately $1
mllion. The Debtors have not yet produced to the United

States Trustee a schedule allocating the centralized

'f, post-petition, the actual nonthly di sbursenents made by
each individual debtor are identical to the actual pre-petition
nmont hl y di sbursenents (or within the range prescribed by 28 U S. C
8§ 1930(a)(6)), then the quarterly fee paynents for each individua
debt or appears to correspond properly to the actual nonthly
di sbursenments acknow edged by each such debtor. It should be clearly
understood that there remains an open issue regardi ng whet her
addi ti onal disbursements should be allocated to the various
i ndi vidual debtors, resulting in an increase in the quarterly fee
liabilities of such individual debtors.
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di sbursenents anong the individual debtors.

8. Based upon the foregoing, the United States Trustee
requests that the percentage reduction also take into account
t he Debtors’ potential unpaid statutory quarterly fee

liability.

Fried, Frank, Harris, Shriver & Jacob

9. The United States Trustee notes that while the
Applicant has filed the narrative portion of its Application
as well as selected exhibits, it has not electronically filed
its detailed tinme records.

10. The United States Trustee al so notes that the
Applicant filed a Supplenent to its first Interim Fee
Application, consisting of a conputerized printout of
i ndi vi dual expense details (the “Expense Supplenent”). The
Expense Suppl enent does not provide subtotals by expense

categories or an overall total for all expenses.?

’The Application states in Paragraph 93 that the request
for rei mbursement of expenses in the anount of $177,297.35 is
the result of “voluntary reductions and reductions required
under the Local Guidelines.” Because the Expense Suppl enent
does not identify which expenses have been reduced or
elimnated, the United States Trustee s objections to any of
the |isted expenses nmay obviously be resolved by confirmng
t hat the expenses objected to were not included in the
Applicant’s request for reinbursenment of expenses in the
amount of $177,297. 35.



11. The United States Trustee is concerned by the rate
at which fees and expenses have been incurred by this
Applicant and by the possibility of overstaffing.

12. During the first four nonths of this case, the
Applicant has incurred fees of $1,414,612.00 and expenses of
$177,297.35. Forty-two (42) attorneys and paral egal s have
been assigned to this case, in which thirteen (13) partners or
counsel have billed $615,727.00, ten (10) associ ates have

billed $723,901. 50, and nineteen (19) paral egals have billed

$74, 983. 50.
13. In addition to the nineteen (19) paral egals
menti oned previously, the Expense Supplenent |ists

di sbursenents for what is identified as “Tenp. Paral egal.”?
Since the tenporary paralegals did not appear to maintain tine
records, it would be helpful to have a description of the
services performed by the tenporary paralegals as well as the
overal | cost of such services.

14. The United States Trustee objects to the request for
rei mbursenent for “Tel ecopier” expenses in the anmount of
$19,006.02 to the extent that such anmount includes telecopier

charges for facsimle transm ssion to |local tel ephone

Wil e the Application does provide a summry of the
Applicant’s di sbursements, there is no separate category for
t enporary paral egal s.



nunmbers.4 The United States Trustee does not interpret
Section F. 3. of the Adm nistrative Order Regardi ng Amended
Gui del i nes for Fees and Di sbursenments for Professionals in
Sout hern District of New York Bankruptcy Cases dated April 19,
1995 (the “SDNY Guidelines”) as permtting the reinbursenment
of expenses for facsimle transm ssion to | ocal telephone
nunbers. ®

15. The United States Trustee objects to the request for
rei mbursenent of expenses for “Transportation for |ate night
and ot her exigencies” in the anount of $26,055.57, unless the
Appl i cant establishes that the expenses are reasonabl e and
necessary. The United States Trustee nmaintains that further
justification is needed for |ocal transportati on expenses in
the foll owi ng non-exclusive circunstances: (i) when the
ti mekeeper bills a relatively small amount of tine to the

client on the day the transportation expense is incurred, (ii)

“The United States Trustee notes that the Expense
Suppl enent |ists a nunber of *“TELECOPI ER/ TELEX” charges for
facsimle transm ssions to | ocal tel ephone nunbers.

°Section F.3. of the SDNY Guidelines provides as follows:

3. Facsimle Transm ssion. A charge for out-going
facsimle transm ssion to Long di stance tel ephone nunbers
is reinbursable at the lower of (a) toll charges or (b) if
such anobunt is not readily determ nable, $1.25 per page
for donestic and $2.50 per page for internationa
transm ssions. Charges for in-comng facsimles are not
rei mbur seabl e. (Enphasi s added)
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when the tinme entries do not explain the need for
transportation to a |location other than the hone of the

ti nrekeeper, and (iii) where transportati on expenses are
incurred in order to conmmute to the office. The following is
a non-exclusive list of some of the transportati on expenses

t hat appear to require further explanation:

Dat e Descri ption

2000 Nanme Ti me Expense

6/ 8 SCHELER $86.19 | 06/ 08 1NY/ 94 LARCHMONT

6/8 SCHELER | 1. 00 Calls wclient

6/ 12 BENDER $87.21 | 06/ 12 1 NY/ SCARSDALE

6/ 12 BENDER 0. 40 Revi ew and revise letters to litigants
re: automatic stay and di scuss w C.
Fi nnerty

6/ 12 BENDER 0. 80 Confer w L. First and J. Savin re:

d obal Bi ddi ng procedures notion and
order and revise same

6/ 15 FI RST $72.17 | 06/ 15 82 & AMSTERDAM SCARSDALE
6/ 15 FI RST 0.50 Call with P. Charles (Fanmly Colf).
6/ 26 SCHELER $91.29 | 06/ 26 LARCHMONT/ 1NY
[Commrute to OFfice?]
6/ 26 SCHELER $83. 64 | 06/ 26 1NY/ 81 WARREN ST
6/ 26 SCHELER | 1. 00 Confer w L. First and G Bender; call

w client and related foll ow up.

6/ 26 SCHELER | 3. 00 Prep. for, travel to/fromand attend
meetings with Steve Cooper (Zolfo
Cooper) and Dom nic Chang (Famly Gol f);
related follow up; review and anal ysi s
of issues and busi ness planning, etc.




6/ 28 FI RST $71.91 | 06/ 28 1NY/ SCARSDALE

6/ 28 FI RST 0.50 Call with E. George (Cbermayer Rebmann)

6/ 28 FI RST 0.50 Confer with C. Finnerty re: creditor
inquiries

6/ 28 FI RST 1.00 Call with Creditors Conmittee and Chase
re: bid procedures

7/ 12 SCHELER $25.50 | 07/12 1 NY/ 146 EAST 56™ ST

7112 SCHELER | 0. 50 Information from Larry First and Gerry
Bender; call w Harold Bordw n (Keen) and
related follow up.

7/ 18 SCHELER $89. 25 | 07/ 18 LARCHVMONT/ 1NY
[Commute to OFfice?]

7/18 SCHELER | 3. 00 Prep. for, participate on and foll ow up
with respect to weekly conference call
w/ client and advisors and related foll ow
up calls wclient, team etc.

7/ 18 SCHELER | 2. 00 Revi ew and anal ysis of issues w Larry
First; review of materials fromclient;
revi ew of pleadings in connection with
asset sales and related follow up.

7124 SCHELER $83.13 | 07/ 24 LARCHMONT/ 1NY
[Commrute to OFfice?]

7/ 24 SCHELER | 1. 00 Attend to issues in connection with
chapter 11 case; confer w Larry First;
review and anal ysis of inquiry concerns,
etc.

Zolfo Cooper, LLC

16. The United States Trustee requests that the

Applicant conply with the “Project Billing Format” required by




Section Il1.D. of the United States Trustee Guidelines for

Revi ewi ng Applications for Conpensati on and Rei nbursenent of
Expenses filed under 11 U. S.C. 8§ 330 dated January 30, 1996
(the “UST Guidelines”). While the Applicant has established
project categories and identified the applicable project
category next to individual tinme entries, the presentation of
the time entries chronologically by month and by individual
does not conply with the “Project Billing Format” discussed in
Section Il1.D. of the UST Cuidelines and does not facilitate

the review of the services rendered by the Applicant.

Berlack, Israels & Liberman LLP

17. The United States Trustee notes that while the
Applicant has filed the narrative portion of its Application
as well as selected exhibits, it has not electronically filed

its detailed tinme records.

Chanin Capital Partners

18. Al though the Applicant states in Paragraph 3 of its
Application that it has conplied with the SDNY CGui deli nes as
well as the UST Guidelines, the Application failed to comply

with a nunber of the requirenents set forth in the guidelines.
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19. The Applicant’s tinme records did not conmply with the
“Project Billing Format” required by Section Il.D. of the UST
Guidelines. In addition, the Applicant failed to conply with
Section I1.D.5. of the UST Guidelines and instead (i) billed
its tine entries in quarter hour increnments rather than the
tenth of an hour increnents, (ii) “lunped” various services
into a single time entry, and (iii) in general, provided
i nadequate detail in the tinme entries — particularly with
respect to the tine entries covering a |large nunber of hours.?®

20. Wth respect to the Applicant’s expenses, in the
future, the Applicant should provide a sunmary of its
expenses, item zed by applicabl e expense categories.

21. The Applicant should provide further explanation

Wi th respect to various inconsistencies in its request for

6Section I1.D. 5. of the UST Cuidelines provides as foll ows:

Time entries should be kept contenporaneously wth
the services rendered in tine periods of tenths of an
hour. Services should be noted in detail and not conbi ned
or "lunped" together, with each service showing a separate
time entry; however, tasks perforned in a project which
total a de minims anount of tine can be conbi ned or
| unped together if they do not exceed .5 hours on a daily
aggregate. Tinme entries for telephone calls, letters, and
ot her comuni cati ons should give sufficient detail to
identify the parties to and the nature of the
communi cation. Tinme entries for court hearings and
conferences should identify the subject of the hearing or
conference. |If nore than one professional fromthe
applicant firmattends a hearing or conference, the
appl i cant shoul d explain the need for nultiple attendees.
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rei mbursement. Exhibit Ato the Application lists the
Applicant’s total expense reinbursenent request for the period
as $2,159.23. But, in Exhibit Cto the Application, the
expense sheets for the nonths of June, July and August 2000
result in total expenses of $2,247.93.

22. The Applicant should specify what adjustnents were
made to arrive at its current request for reinbursenment of
$2,159.23. It appears that the adjustnents shoul d have
i ncluded a reduction in the photocopy expense of $52.10, in
order to conply with the requirement under Section F.2. of the
SDNY Cui delines, which limts the rei mbursement of photocopies
to $.20 per page (rather than $.25 per page). The Applicant
should also confirmthat it is in conpliance with Section F.3.

of the SDNY Gui delines and not requesting reinbursenent for

facsimle transm ssions to |local tel ephone nunbers. See

Section F.3. of the SDNY Gui deli nes.
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WHEREFORE, the United States Trustee respectfully
requests that the Court sustain the objections raised herein
and grant such other and further relief as the Court deens

just and proper.

Dat ed: New Yor k, New York
Novenmber 11, 2000

Respectfully submtted,

CAROLYN S. SCHWARTZ
UNI TED STATES TRUSTEE

By: [s/ Brian S. Masunoto
Brian S. Masunot o( BM 8116)
At t or ney
33 Whitehall Street
21st Fl oor
New Yor k, New York 10004
Tel . No. (212) 510-0500
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